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» Talks on Foreign Corporations 


No. 7: Interstate Commerce and Intrastate Commerce 


“ff 


(Sales on Consignment) 


T= consigning of goods involves 
sending them to another to be 
sold or disposed of by the consignee 
for the benefit of the consignor. 
The consignor retains title uncil the 
goods are sold, the consignee being 
accountable to the consignor for the 
proceeds of the sale, less commission 
or other compensation and expenses. 
The terms of the sale on consign- 
ment will vary, but under all cir- 
cumstances, the title will be 
retained in the seller. In view of 
the fact that the goods are kept by 
the consignee until sold, for the 
benefit of the consignor, it is difficult 
to clearly distinguish this line of 
cases from the storage of goods in 
warehouses. 

As stated in the October, 1920, 
number of The Corporation Journal, 
the storage of goods in warehouses 
by a foreign corporation has fre- 
quently been held to constitute 
“doing business” by a foreign cor- 
poration so as to subject it to the 
necessity of qualifying as a foreign 
corporation in the state in which the 
warehouse is located. The similar- 
ity of warehouse cases to the sale 
of goods on consignment, however, 
does not appear to have been, as 
yet, recognized by the courts and 
in most instances in which consign- 
ment alone is involved, the foreign 
corporation has been held to be 
engaged- in interstate commerce 


only, and not to be under the neces- 
sity of qualifying. 

A leading case on the subject is 
that of Butler Brothers v. United 
States Rubber Company, 156 Fed. 
1. This decision by the United 
States Circuit Courc of Appeals 
appears to have the approval of the 
United States Supreme Court, in 
view of the fact that a review 
thereof was denied by that court in 
212 U. S. 577. The United States 
Rubber Company is a New Jersey 
corporation. It shipped rubber 
goods to Bucler Brothers, a Colo- 
rado shoe corporation, the goods 
being sent on consignment. The 
rubber company did not have an 
office in Colorado. The shoe com- 
pany maintained a place of business 
from which the rubber goods were 
sold, bearing all the expense and 
loss and receiving, storing and 
selling the goods. The purchasers 
of the goods from the shoe company 
were its customers and were liable 
to it for the purchase price of the 
goods. The goods were billed in 
the name of the shoe company as 
consignee. The proceeds over and 
above a fixed price constituted -the 
compensation to the shoe company. 
It was held that the transactions 
between the rubber company and 
the shoe company constituted inter- 
state commerce and that the rubber 
company was, therefore, not obli- 
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gated to qualify as a foreign 
corporation in Colorado. 

The possible weakness in this 
reasoning is recognizedby Judge 
Denison in the case of In re 
Monongahela Distillery Company, 
186 Fed. 220, wherein he says: 
“Under the ruling stated in Higgins 
v. McCrea, 116 U. S. 671, to the 
effect that the contracts of sale 
made by a factor, in his own name, 
are in law the contracts of the 
consignor, it would seem that sales 
so made were sales by the con- 
signor at the selling point, and 
that when, as in this case, the trans- 
action was not a single instance, 
both the parties contemplating a 
permanent arrangement disposing 
of a large amount of goods, it con- 
stituted doing business at that 
point.” This court, however, states 
that this argument is in conflict 
with the decision in Butler Brothers 
Shoe Company v. U. S. Rubber 
Company, and therefore accepts the 
ruling there stated. 

The question of doing business 
by consignment has been con- 
sidered in a number of state 
decisions, nearly all of which hold 
that such transactions constilute 
interstate commerce. Alabama, 
Tyson v. Jennings Produce Com- 
pany, 77 So. 986; Kansas, Hessig 
Ellis Truck Company v. Sly, 83 
Kansas, 60, 109 Pac. 770; Michigan, 
Standard Fasbin Company v. Cum- 
mings, 187 Mich. 196, 183 N. W. 
814; Missouri, Dinuba Farmers 
Union Packing Company v. Ander- 
son Grocery Company, 193 Mo. 
App. 236, 182 S. W. 1036; New 
York, Brookfield Mills v. Baldwin, 
144 N. Y. App. Div. 553, 159 N. Y. 
Supp. 195; Penn Collieries Com- 
pany v. McKeever, 93 N. Y. App. 

iv. 303, 87 N. Y. Supp. 869; 


. 
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‘ing Company, 158 Pac. 581. 


North Dakota, Sucker State Drill 
Company v. Wirtz, 17 N. D. 313, 
115 K. W. 844; Oregon, Vermont 
Farm Machinery Company v. Hall, 
90 Ore. 308, 156 Pac. 1073; Penn- 
sylvania, In re Howies, 193 Pac. 
384, 48 Atl. 311; South Dakota, 
Sioux Remedy Company v. Lind- 
gren, 27 S. D. 123, 130 N. W. 49; 
Tennessee, Cooper Rubber Com- 
pany v. Johnson, 133 Tenn. 562, 
182 S. W. 593; Texas, Allen v. 
Tyson-Jones Packing Company, 91 


Texas 22, 40 S. W. 393; Eastman v.¢™ 


Tiger Vehicle Company, 195 S. W. 
336. 

As evidence, however, of the 
conflict which exists on the question, 
two Pennsylvania cases hold that 
a consignment of goods constitutes 
doing business—see In re Nonan- 
tum Worsted Company, 115 Pa. 
Co. Rep. 125; Milsom Rendering 
& Fertilizer Company v. Kelley, 
10 Pa. Super. Ct. 565. 

Oklahoma holds that sales on 
consignment constitute doing busi- 
ness, Bailey v. Parry Manufactur- 
In 
this case a contract provided that 
agents of a foreign corporation in 
Oklahoma were to receive buggies 
shipped to them, unload, uncrate 
and exhibit them for sale; the 
title was to remain in the corpora- 
tion until bona fide sales were made 
in the due course of business; the 
proceeds of the sales were to be 
kept separate, the buggies were to 
be sold for a price sufficient to pay 
the corporation the invoice price, 
taxes, freight and insurance, and 
the agent’s compensation to be the 
amount received in excess of these 
charges. 

In our next talk we will discuss 
purchases of personal property 
within a foreign state. 













yo question is of vital interest 
to every business man. All 
: indications point to the next few 
) ‘@ months as among the most impor- 
‘® tant in the history of the country. 
The wisdom with which Congress 
acts now will have a strong bearing 
on conditions, not only next year, 
but years hence. The results of a 
sound financial policy, of proper 
" ou over immigration and of in- 
elligent supervision of foreign trade 
will be felt in every quarter. 
Because of the heavy tax burden 
under which the country is now 
staggering, the question of revising 
the tax laws ranks foremost in 
every discussion of proposed legisla- 
tion. In an interview granted last 
October, Senator Penrose, Chair- 
man of the Senate Finance Com- 
) ip mittee, stated his belief that the 
immediate enactment of revised 
tax laws is essential to the welfare 
of the country and that the needed 
measures can be passed before 
June of next year. In a more 
recent interview Senator Penrose 
said: “I myself favor simplification 
of the tax forms so that the tax- 
payer can know what he has to 
report. I hope that we may do this 
" before the taxpayers are required 
to make the 1920 report.” 
Discussing substitutes for the 
excess profits tax, Senator Penrose 
said: “I am about persuaded that a 
sales tax is unwise and impracti- 
m cable, notwithstanding that’ many 
y \ @p business men have been loud in their 
advocacy of such a proposition, 
without full knowledge of what they 
propose to have Congress do.” 
That the excess profits tax would 
be repealed was promised by Sena- 
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What Will Congress Do? 





tor Penrose in these words: “I take 
the opportunity again to reaffirm to 
the comfort of the business men of 
the country that the profits tax will 
be abolished.” The recent victory 
of the Republican party lends 
added strength to this statement, 
but does not brighten the prospect 
for immediate action. 

Very soon after Congress con- 
venes, a staff of experts will com- 
mence work on investigation and 
recommendations to Congress on 
the subject of amendments to the 
revenue laws. Meantime a large 
number of manufacturers and mer- 
chants are much alarmed over the 
subject of inventories. The de- 
flation of prices has seriously 
affected those who, for the purpose 
of taxation, have taken inventories 
at cost. It will be remembered 
that Congress in passing the Rev- 
enue Act of 1918 anticipated a drop 
in prices in 1919. The decline did 
not come until the present year but 
the law limits “substantial loss” 
from that source to the year 1919. 
It will be the effort of those affected 
to induce Congress to pass a resO- 
lution amending the Act to read, 
“in any taxable year.” Tax laws 
will receive much attention during 
the third session, and it is advisable 
for business men to study carefully 
suggested legislation on that 
subject. 

In the “short session” it will, of 
course, be necessary to pass the 
appropriation bills for the fiscal 
year commencing July 1, 1921. 
Upon the amount so appropriated 
will depend the possibility of re- 
duced taxes. 

Tariff laws must be amended to 
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a ine dumping of products of 
oreign fields and workshops. The 
tremendous increase in imports dur- 
ing the first nine months of the 
current year emphasizes the danger 
from this direction. 

Another financial problem is that 
of a comprehensive plan for funding 
the public debt of fo, 000,000,000. 
The public is entitled to know what 
the annual charges are to be on this 
amount. Along this same line it is 
probable that some effort will be 
made to pass legislation to bring 
Liberty bonds to par. These are 
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but a few of the matters pressing 
for immediate attention. As Sen- 
ator Underwood recently said, “Our 
finances must be demobilized just 
as Our army was.” 

Our Legislative Department 
keeps corporations and lawyers 
posted on Congressional action. It 
reports on pending legislation; fur- 
nishes copies of bills and new laws. 
Service covering one or more sub- 
jects of interest may be obtained. 

A booklet outlining the facilities 
of this department will be sent on/ 
request. 


Domestic Corporations 


California. 


- 


Trustees of a Defunct Corporation Must Act Unitedly In Order to | 
Make Their Acts Valid. Directors of a corporation after it had become 
insolvent are its trustees, and in their settlement of the corporate 
affairs, they must not act separately, but the united action of all is 
necessary to make their acts valid. Therefore a deed to corporate 
property made separately by one of the trustees is void, and the corpo- 
ration and its stockholders in an action to quiet the title to the corpo- 
ration’s property in order to make it marketable are entitled to a decree 


setting the deed aside. 


Whether Contract of Guaranty Will Advance Corporate Business , 


Anthony et al. v. Janssen, 191 Pacific 538. 


Is Generally for Officers, Not Courts. A corporation whose business 
it was to furnish costumes for theatrical productions, made a contract 
of guaranty with a lumber company for the purchase price of lumber 
furnished a motion picture corporation for whom the first corporation 


had contracted to furnish costumes. 


Upon the failure of the motion 


picture corporation to pay for the lumber, the corporation which gave 


the guaranty was sued for the purchase price, 


for the court said: 


Judge Shaw in speaking 


“A corporation has implied power to make all 


contracts which are essential to the successful prosecution of its business. 
The question whether a contract of guaranty is essential to carrying on 
its business successfully is determined by the corporation, or those to 


whom the management of its business is intrusted.” 


Co. v. Moore, 191 Pac. 905. 


. 


Woods Lumber 
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Delaware. 


Court of State of Corporation’s Domicile Entitled to Administer 
Corporate Property Under Its Receivership. A stockholder of a 
Delaware corporation made application to the Delaware Chancery 
) 6 Court to appoint receivers to administer its assets on account of 
insolvency. Creditors of the same corporation in Pennsylvania applied 
to the Federal District Court, alleging diverse citizenship, to appoint 
a receiver to administer the corporation’s assets in that state. This 
was done as the corporation admitted its insolvency. Subsequently 
the Delaware Chancery Court appointed receivers to administer the 
insolvent corporation’s property in that state, and to make application 
y * to the courts of other states in which the corporation had Property, to 
appoint ancillary receivers. The receivers appointed in Delaware 
petitioned the District Court in Pennsylvania to annul its appointment 
of a receiver, and turn over the property situated in Pennsylvania 
to them. This petition was dismissed, and the petitioners appealed. 
It is held by the United States Circuit Céurt of Appeals that, the 
Delaware court alone had the power to wind up the corporation’s 
affairs and dissolve it, and for this reason, the rule of comity gives the 
court of the domiciliary state in which an action is first begun, posses- 
session of the property of the corporation. If this were not so, to use 
the expression of Judge Wooley, who delivered the court’s opinion, there 
> @ would be an “intolerable situation, defeating utterly the right 
of a domiciliary court to administer the estate of an insolvent corporation 
whenever a stockholder or creditor of a corporation chose, after action 
brought, to hasten to a foreign jurisdiction and sei up an independent 
and antagonistic receivership.” Ward et al., v. Foulkrod et al., 264 
Fed. 627, overruling Wheeler v. Badenhausen, 260 Fed. 991, 4 Corp. 
Journal (No. 95), page 109. 


Minnesota. 
Agreement by Stockholders Giving Corporation Right to Buy 
» Their Stock Is Valid. Stockholders of a corporation mutually agreed 


that whenever a stockholder wishes to sell any of his stock the corpora 
tion shall have the exclusive right to purchase it for a period of 60 days 
after notice of the wish to sell. This agreement was incorporated in 
the by-laws of the corporation and indorsed upon the back of each stock 
certificate. Subsequently and in violation of this agreement, two of the 
stockholders sold their stock without first giving the corporation the op- 
y @ tion to purchase it at the price offered for the stock. An action was 
brought to annul the sale and enforce the right of the plaintiffs to purchase 
the stock on the same terms on which it had been sold. The plaintiff’s 
contention was upheld, the sale was cancelled and specific performance of 
the contract decreed. Judge Taylor in handing down the court’s 
opinion remarked: “A stockholder may give an option for the purchase 
of his stock as well as for the purchase of any other property. And we 
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see no reason why stockholders may not mutually contract with each 
other that, whenever any of them wishes to sell stock the others, or 
the corporation, shall have the exclusive right, or option, to purchase it 
during a limited time after notice of the wish to sell. Such an agree- 
ment is not an invalid restriction on the power of alienation and has 
been held binding and enforceable by several courts.” Model Clothing 
House et al. v. Dickinson et al., 178 N. W. 957. 


New Jersey. 


President of Corporation Not Liable for Profits Made in Dealing 
in Stock. In an action against the president of a telephone corporation 
to have profits made by him in a stock deal declared a trust fund for the 
benefit of the corporation and its stockholders, the director having 
bought outstanding stock from certain stockholders of the corporation 
and transferred it to another corporation for a bonus, it was held, that 
defendant was acting in an individual capacity, dealing with his own 
stock, as title to it was transferred to him by other stockholders, and 
any profit made by him was not a trust fund, but belonged to him 
absolutely. Keeley et al. v. Black et al., 111 Atlantic 22. 


New York. 


Possession of Stock Certificate by Executor With Assignment by 
Deceased Does Not Alone Prove Individual Ownership in Executor. 
Besides the legal principles involved, recent litigation in relation to 
shares of stock in “Huylers” is interesting because of the brief history 
of this successful corporation disclosed in the opinion. 

The ccmpany was organized in 1881 with a capital of $15,000 
represented by 150 shares of the par value of $100 each. In 1902, 
15 shares were sold for $100,000 and the dividends upon these shares 
in the succeeding two years equaled the sum for which they had been 
sold. In 1919, 21 shares were sold for $535,500. ‘The instant case is 
an action in equity to determine title to fifty shares claimed by an 
executor of the estate of David Huyler, founder of the business, to have 
been assigned to him individually and before the death of David 
Huyler. The court holds that the executor claiming the stock to be his 
own property must establish his right by evidence other than mere 
possession of the certificate duly assigned by the deceased, saying: 
“The mere naked possession of a non-negotiable instrument is not 
evidence of ownership, but if the possession is coupled with a written 
assignment to the holder the general rule is, that would be evidence of 
ownership. But to this general rule there is, an exception, where the 
relations between the alleged donor and donee were intimate, and the 
latter had access to the former’s property, and this exception applies 
especially where the person in possession claiming ownership is the 
executor or trustee of the person who had cwned the property, and 
where the possession of the executor is not shown to have existed prior 

. 
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to the owner’s death. * * * The argument of defendants, that 
there is a presumption of delivery on the date of the assignment is 
unsound, and not borne out by the citations, * * * nor is there 
any merit in the claim that the act of two officers of the Huyler Corpo- 
ration (other than John S.) in signing the certificate in the name of 
> 2 John S., which was issued after David’s death in place of the one he 
had owned, shows they had investigated and determined that the 
transfer to John S. had been properly made.” However, the court 
finds against the plaintiff because of delay in bringing the action. 
Gaines v. Huyler, 184 N. Y. Supp. 145. 


a Action by Majority of Stockholders Present or Legally Represented 
y ¢ Must Control in Election of Directors. Stock Held by Another Cor- 
poration Should be Represented by Proxy or Other Written Authority. 

The annual meeting of the stockholders of the Ransome Concrete Ma- 

chinery Company was held on April 19, 1920. At that time Evelyn 

Ellis Smith was the owner of record (as shown by the stock book) of 

1,243 shares of the common stock, a clear majority of all outstanding 

shares of both preferred and common issued by the company. She 

had issued her proxy to James F. Peck, who attended the meeting. 

The by-laws provided that: ‘The president shall act as temporary 

chairman at and call to order all meetings of the stockholders.” The 

“ meeting was called to order by Mr. Steele, the president, and Mr. 
@ i Robinson acted as temporary secretary. Immediately following the 
calling of the meeting to order, James F. Peck, proxy for Evelyn Ellis 

Smith, moved that Horace S. Gould be chosen permanent chairman 

of the meeting, and George C. Holton, proxy for Earle Ryan, seconded 

the motion. The president declined to put the motion and directed 

the secretary to read the notice of meeting, proof of publication, etc. 

Thereafter the secretary called the roll of stockholders as shown by 

the books of the company. In the meantime Mr. Peck had put his 

motion and as proxy voted 1,243 shares for Mr. Gould and Mr. Holton 

voted one share for him. From that time on, Mr. Gould, as permanent 

| chairman, conducted the meeting on one side of the table and Mr. 

® ; Steele continued to preside on the other side. Mr. Gould’s party pro- 
ceeded with the election of directors, who in turn met and elected 

officers. In the meantime, the Steele party continued their stock- 

holders’ meeting and when the roll was called the stockholders an- 
swered in person or proxy. On the call of Ransome Concrete Machin- 

ery Company of New Jersey Mr. Steel answered “present” as its 

president, but produced no proxy or other authority to represent it. 

o £ The inspectors of election declared that Mr. Peck’s proxy was void as 
Evelyn Ellis Smith did not own the stock, which they claimed was 
proved by extraneous evidence, notwithstanding the books of the com- 
pany. The Court sustained the election of the Gould faction, holding 
that the proxy held by Mr. Peck was good and valid, as Mrs. Smith 
was a stockholder of record and there was no legal proof that she had 
parted with the stock. As to the stock owned by the Ransome Machinery 





(Continued on page 272) 








An Age of Specialization 


This is an age of specialization. The Jack 
of all trades has nearly vanished. In his place 
we have- the expert mechanic, the skilled car- 
penter, the ten dollar-a-day painter. Even in 
the professions, law and medicine, the general 
practitioner is to an extent being replaced by 
the specialist. 


The tendency to specialize is largely a result 
of economic conditions. The man who can do 
one job and do it well is a more efficient worker, 
capable of producing more units at less cost for 
each. With Produce! the order of the day, 
specialization becomes a vital consideration. 


The analogy may be carried to the business 
of The Corporation Trust Company. For 
twenty-eight years we have specialized on corpo- 
ration work. We have built up an organization 
trained in dealing with the problems of corpo- 
rate organization and subsequent statutory 
representation and with tax matters affecting cor- 
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porations—in short, with the questions which 
arise at each successive stage of corporate 
development, from organization to dissolution. 
In this highly specialized field we have gained 
experience, perfected equipment and developed 
methods of procedure which have made us 
known to lawyers everywhere as “the clearing 
house of corporation matters’’. 


By ,offering an expeditious .and economical 
method of handling work of this nature, we have 
won the patronage of corporation lawyers 
throughout the United States; by making the 
service available only to members of the bar, 
we have gained and held the confidence and 
good will of the legal profession. _ 


The Corporation Trust Company 
and Afhliated Companies 


New York Chicago Philadelphia 
Jersey City Los Angeles Pittsburgh 
Boston Portland, Me. Albany 
Washington St. Louis Wilmington 
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Company, the court says: “That stock was not represented at the 
meeting and was improperly voted, as no proxy or other authority was 
presented, and without such evidence no officer of the New Jersey 
Company could vote the stock. The action taken by the majority of 

the stockholders present, or legally represented, must control.” Matter . 
of Ryan (Ransome Machinery Co.) Supreme Court, N. Y. County, ) 
affirmed without opinion by Appellate Division (Oct. 1920). 


Pennsylvania. 


Statement of Purpose in Articles of Incorporation. The Department 
of the Attorney-General has recently ruled that the distinction between _ 
the business in which a corporation proposes to engage and the incidental @ 
operations which it may have the power to engage in, should be clearly 
drawn in the statement of purpose. George Ross Hall, Deputy 
Attorney-General, also says: “I am of the opinion that the character 
of the business of industrial corporations (those engaged in producing 
raw materials and in manufacturing), is to be determined by inquiring 
what commodities or articles of trade it produces, and this is the 
criterion by which to judge whether the business described in the 
statement of its corporate purposes is a single business or not. Unless 
two raw materials are uniformly and universally found joined in nature, 
or two manufactured products have by the custom of trade and com- ¢™ 
merce been uniformly and generally produced by the same business @e! 
entity, their production does not constitute a single business.” 6 Penn. 
Dep. Rep. 2378. 


Name of Historic Character as Part of Corporate Title Denied. 
The Attorney-General in refusing charter to a department store under 
the name “Ben Franklin, Inc.,” says: “There seems to be a growing 
tendency to incorporate companies under the name of some historic 
character. The tendency should be curbed without delay. The field 
from which to select names of corporations is so broad that no possible 
hardship will follow the refusal to establish a precedent which will , , 
result in encouraging applicants for charters to select names of this © * 
kind. To permit the forming of a corporation to conduct the character 
of business indicated by this application, under the name of ‘Ben 
Franklin, Inc.’ tends to commercialize the name of a great national 


character, and one especially revered in Pennsylvania.” 6 Penn. Dep. 
Rep. 2327. 


Utah. e 


Doctrine of Laches and Statute of Limitations Applies to Corporate 
Suit Against its Officers. A mining corporation located and perfected 
a claim in the State of Utah. A director of the corporation in collusion 
with two of the defendants fraudulently and openly relocated the 
claim, and secured legal title to it from the United States Government, 
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which it transferred to another of the defendants. The stockholders of 
the defrauded corporation remained idle for fifteen years before they 
took any action to set the fraudulent transaction aside. An action was 
then brought to have the defendants declared trustees, holding the 
mining claim for the use and benefit of the plaintiff. To this the 

) @ ceicrdanrs pleaded the statute of limitations and laches. It is held 
that the doctrine of laches applied and plaintiff’s action was barred. 
The directors of a corporation are not trustees in the technical sense 
but their relation is that of principal and agent and the statute of 
limitations applies both to actions at law and suits in equity to ccmpel 
officers to account for assets misappropriated by them. Jones Min. 
Co. v. Cardiff Min. and Mill. Co. et al., 191 Pac. 426. 


) | ashington. 


Trustees May Not Vote Upon Their Own Compensation. Even 
though the by-laws of a mining corporation empower trustees to fix 
and allow compensation to its officers, trustees who vote ccmpensation 
for themselves for services performed outside their regular duties as 
officers of the corporation are acting beyond the pale of their authority, 
and in direct violation of the well settled rule of law that trustees may 
not vote upon their own ccmpensation. Wonderful Group Mining Co. 


- & v. Rand, 1919 Pac. 631. 


4 
Foreign Corporations 


In_ General. 


ship is Ousted Because of Interest of Subsidiary Corporation. The 
Niles-Bement-Pond Ccmpany is a New Jersey corporation and cwns a 
controlling interest in the stock of The Niles Tool Works Ccmpany, an 
Ohio corporation. The New Jersey corporation brought suit for an 
injunction in the United States District Court for the southern district 
of Ohio to restrain striking former employees of the Tool Ccempany frem 
Qi workmen employed by that ccmpany to take their places 


Y s Jurisdiction of United States Court on Ground of Diverse Citizen- 
% 


upon the ground that it had contracts with the Tool Cempany the per- 
formance of which was being delayed by such interference. The 
United States Supreme Court, however, holds that the District Court 
has no jurisdiction because the Tool Company is an indispensable 
party, should be classified as a plaintiff and has the same residence as 
that of the defendants. Niles-Bement-Pond Co. v. Iron Moulders 
Union (No. 69—Oct. term' 1920, U. S. Supreme Court). 


® 
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Arizona. 


Banks of Another State May Purchase Crop Mortgages or Other 
Negotiable Securities Without Qualifying under the Banking Laws 
or Under the Foreign Corporation Laws of Arizona. A recent opinion 4 
of the Attorney-General of Arizona to the Arizona Corporations Com- © { 
mission is of wide interest because the reasoning therein contained is ~ 
not only applicable to Arizona but may be applied in other states. 
The question came up because California bankers were inclined to 
assist in financing the cotton crops of the southwest, but had to be 
assured that they could enforce their contracts before taking the risk, 
It was feared that if the banks would have to qualify under the Bank- ... 
ing Laws or under the General Corporation Laws there might be in-g) 
volved expense and delegation of authority that the California banks ™ 
would be unwilling to undertake. Like most of the states, Arizona 
has no law applying especially to foreign banks. The statute on for- 
eign corporations makes no distinction between banking and other 
corporations. The Banking Laws are such that a foreign bank cannot 
qualify. The result would seem to be that a foreign bank could qualify 
under the General Foreign Corporatoin Law to do only that business 
which could be construed as not constituting banking. ‘The application 
of the General Foreign Corporation Laws would depend upon whether 
the transactions would constitute “doing business” or constitute what ¢™% | 
has been construed by the courts to be “interstate commerce.” If the (gil 
transactions are interstate commerce the states have no right to im- 
pose restrictions. The Attorney-General of Arizona rules that if deale 
ing in negotiable instruments or securities is carried on in such a way 
as to be completed outside of Arizona, the corporation engaged therein 
could not be said to be transacting business inthe state and need not 
be licensed as a foreign corporation, even though the property pledged 
or mortgaged by such security be located within the state. This con- 
clusion, he states, is deductible from the opinion in Martin v. Bankers 


Trust, 18 Ariz. 55, 156 Pac. 87. 


Change of Corporate Name. The Assistant Attorney-General has 
recently rendered an opinion to the effect that a change of name of a 
foreign corporation cannot be effective in the State of Arizona unless 
such change of name is made pursuant to the method prescribed for 
changing the name of an Arizona corporation. A California corpora- ¢ 
tion, authorized to do business in Arizona, submitted to the Corpora) 
tion Commission of Arizona a certified copy of a decree issued by the 
Superior Court of Los Angeles County, changing its name. The Assist- 
ant Attorney-General advised the Corporation Commission that this 
decree could not have the effect of changing the name of the corpora- 
tion so far as Arizona is concerned, as the laws of that state require the 


» 
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articles of incorporation to be amended by the affirmative vote of a 
majority of the issued and outstanding capital stock, followed by the 
filing of a certificate of amendment signed and acknowledged by the 
president and attested by the secretary of the corporation. 


) cite: 


Foreign Corporation May be Doing Business in State so as to be 
Subject to Process Though its Books Show its Business to be Con- 
ducted by a Subsidiary. The Cutler-Hammer Mfg. Co. is a Wisconsin 
corporation. It organized as a subsidiary selling agent a New York 
) @ >>: poration of the same name, the Court regarding the word “The” 
and the difference between “Manufacturing” and “Mfg.” as unsub- 
stantial. Up to the time when this was done, the parent company 
had maintained an office in Boston and had filed the required power of 
attorney with the Commissioner of Corporations. After the subsidiary 
was organized, the parent company revoked its own power of attorney, 
and the subsidiary filed one and complied with the Massachusetts 
requirements of foreign corporations. The lease of the Boston office 
was in the name of the subsidiary and its manager was appointed by 
the subsidiary, who selected the subordinate employees. But the 
| salaries and other expenses were paid by the parent company. The 
N stationery and supplies, except those bought locally, were furnished 
by the parent company. The direction and control of the office and its 
policy was determined by the parent corporation. All sales were’ re- 
ported to and remittances were made to the parent company. Adver- 
tising matter of the parent company referred toits Bostonoffice. Under 
these circumstances the parent corporation, according to he United 
States District Court for Massachusetts, was still doing business in 
Massachusetts and therefore subject to suit in that jurisdiction. It 
mad no difference in the Court’s opinion that the books showed that 
all the expenses of the Boston office were charged to the subsidiary and 
) receipts credited to it. The Court speaks of the subsidiary as “little 
more than a bookkeeping arrangement.” Cutler v. Cutler-Hammer 
Mfg. Co., 266 Fed. 388. 


New York. 


i 
) % Service of Process After Withdrawal From the State. Service of 
process upon a corporation in an action for the breach of a contract of 
employment made in a foreign state, after the certificate surrendering 
its authority to do business in the state had been filed, and its agency 
for the service of process had been revoked, was void. Hexter v. 
Day Elder Motors Corporation, 182 N. Y. Supp. 717. 
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Taxation 


New York. 


Corporation Exempt from Personal Property Tax. According to an Oo ‘ 
opinion of the Supreme Court, New York, Special Term, a foreign 
corporation doing business in New York and which has paid the cor- 
poration income tax is exempt from local taxation on its personal 
property, under article 9a of the Tax Laws of 1917. Amendment by 
the legislature of 1920 (Chap. 113, Laws of 1920) in correcting punct- 
uation has removed any doubt as to this exemption under the present 


law. People ex. rel. United Shoe Machinery Corp. v. Cantor, 112 N. Y@) | 
Misc. 603. 


Rhode Island. 


Taxation of Intangible Property Within State Not Unconstitutional. 
In an action by a foreign corportion to test the constitutionality ofa 
Rhode Island statute taxing intangible “corporate excess” within the 
state, it is held that it is not unconstitutional for the state legislature 
to enact laws imposing a tax upon the intangible property situated | 
in the state, of foreign corporations doing business therein, and appoint- 
ing a tax commission to assess the tax according to rules of law enacted 
by the legislature. It did not violate the equal protection of the laws 
clause of the Fourteenth Amendment to the Federal Constitution, 
as the act permits no discrimination between corporations of the same 
class. Nor does it violate the due process of law clause of the Four- 
teenth Amendment to the Federal Constitution, as the act provides a 
means of appeal to the Superior Court from the tax commission’s 
assessment when the corporation thinks itself aggrieved. The tax 
commission did not act in a legislature capacity, but only had adminis- 
trative powers to assess the tax. Therefore, it did not violate the sae 
constitutional provision prohibiting the delegation of legislative powers. 
Mexican Petroleum Corp. v. Bliss et al., Board of Tax Com’rs., etc., 
110 Atlantic 867. 


. 
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Some Important Matters for 
December and January 


This calendar does not purport to cover general taxes or reports to other than 
) @:: officials, or those we have been officially advised are not required to be filed. 
The State Report and Tax Service maintained by The Corporation Trust Company System 
sends timely notice to attorneys for subscribing corporations of reports and tax matters 
requiring attention from time to time, furnishing information regarding forms, practice 

and rulings. 
Atasxa—Annual Applications for Licenses on certain occupations due 


on or before January 15. Domestic and Foreign corporations and 


persons. 
2 Annual License fee due on or before January 1—Domestic and 
Foreign corporations. 


AtaspaMA—Annual Franchise Tax payable January 1—Foreign corpo- 
rations. 
Annual Fee for Permit to do Business, due January 1— 
Foreign corporations. 
Annual Franchise Tax Statement although due between No- 
vember 1 and December 15th, the State Tax Commission informs 
us that this statement will not be required until after January 1, 
1921—Dormeestic and Foreign corporations. 
NW Qvrons—Annual License Tax due between January 1 and first 
Monday of February—Domestic and Foreign corporations. Capital 
Stock Affidavit due between January Ist and first Monday of 
February—Foreign corporations. 
Cotorapo—Annual Report due within 60 days after January 1—Domestic 
and Foreign corporations. 
De._awarE—Annual Franchise Tax Return due on or before first Tuesday 
in January—Domestic corporations. 
Grorcia—Annual Franchise Tax due on or before January 1—Domestic 
and Foreign corporations. 


) npIANA—Annual Report due during January—Foreign corporations. 


ansas—Annual Report and Franchise Tax due between January 1 and 
March 31—Domestic and Foreign corporations. 


Kentucky—Annual Report due on or before February 1st—Domestic 
and Foreign corporations. 


Marytanp—Annual Report due between January 1 and March—Domestic 
) corporations. 


[assacnuseTts—Annual Report of information for income tax due 
between January 1 and March 1—Domestic and Foreign corpo- 
rations. 


Micuican—Annual Report due in January or February—Domestic and 


Foreign corporations. 
at 
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Missouri—Annual Return of Net Income due between January 1 and 
March 1—Domestic and Foreign corporations. 
Annual Capital Stock Report due on or before February 1— 
Domestic and Foreign corporations. 
Montana—Annual Report due between January 1 and March 1— 
Foreign corporations. 
Annual Return of Net Income due between January 1 an 
March 1—Domestic and Foreign corporations. 
New Mexico—Annual Income Tax Report due between January 1 and 
March 1—Domestic and Foreign corporations. 


New Yorx—Annual Franchise Tax payable on or before January 15— 
Domestic and Foreign business corporations, other than those 
subject to so-called income tax. 

Annual Report due during January—Domestic and Foreig 
corporations. 

Capital Stock Reports due between November 1 and December 
15—Domestic and Foreign business corporations other than those 
subject to so-called income tax. el 

Annual Franchise Tax on Income of Business Corporations 
due between November 1 and January 1—Domestic and Foreign 
business corporations other than realty and holding companies. 


Norta Carouina—Annual list of officers and employees due during 


Oxn1o—Report to Industrial Commission due during January—Domesti 
and Foreign corporations. 

PrenNnsyLvania—Capital Stock Report and Corporate Loan Report due 
between January 1 and February 28—Domestic and Foreign 
corporations. 

Bonus Report due between January 1 and February 28— 
Foreign corporations. 

Ruope Istanp—Annual Report due during February—Domestic and 
Foreign corporations. 

Souta Caro.tina—Annual Report due during January—Foreign corpo; 
rations. 

Sovtna Daxota—Annual Capital Stock Report due during January— 
Foreign corporations. 

Utran—Corporation License Tax due between Novembér 15 and December 
15—Domestic and Foreign corporations. 

Wisconstn—Income Tax Return due between January 1 and date fixed 
annually by State Tax Commission—Domestic and Foreign corp 
rations. 

Income Tax due on or before January 31—Domestic and 
Foreign corporations. 


January—Domestic and Foreign corporations. S) ' 
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is to furnish to corporation attorneys, 
) @: others interested, a brief account of 
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PUBLICATIONS 


The following publications may be obtained without charge from the nearest 
office of The Corporation Trust Company System: 

What Constitutes “Doing Bustness”. (Available only to members of the bar.) 
The more important court decisions on “doing business”, handed down in 
the course of the past ten years, have been reported in The Corporation 
Journal. These have been arranged {under state headings and are re- 
printed in pamphlet form. 

Congress and Taxes. An authoritative discussion of this vital subject. 
a description of our Federal Tax Services. 

Revenue Act of 1918. Contains complete text of the Federal tax law, approved 
by the President February 24, 1919. 

New York Income Tax Laws as Amended. Full text of the personal income tax 
law and of the corporation “income tax” law. 


Reorganizations, Mergers or Consolidations. (Official to June 25, 1920). Con- 
tains a from the Revenue Act of 1918, together with departmental 
rulings and regulations bearing on the subject. 

Business Corporations Under the Laws of Delaware. Gives advantages of the 
law, statutory requirements and forms; includes a description of shares 
without par value. The General Corporation Laws are published in a 
separate booklet. 

Important Changes in the Corporation Laws of New Jersey. Special Corporation 
joome No. 97 contains a reprint’of the laws approved by the Governor of 

ew Jersey on April 9 and 15, 1920, including repeal of the last of the so- 
called “seven sisters”’ laws. 


Illinois General Corporation Act and Securities Law. 


Business Corporations Under the Laws'of Maine. Gives advantages of incore 
poration under Maine laws, features of shares without par value, statutory 
requirements and forms. ‘The text of the statutes relating to business \cor- 
porations is also available in a separate pamphlet. 

New York Non-Par Value Law. A reprint of Corporation Journal No. 35; con- 
tains text of the New York non-par value law and a copy of the certificate 
of incorporation of the Wisconsin Edison Company, the first large company 
incorporated thereunder. 

Extracts from the Statutes of the Various States Relating to the Admission of 
Foreign Business a wpe may be had by counsEL who are interested 
in the qualification of a particular corporation in a state or group of states. 
Please advise in which state you are interested. ‘These printed statements 
show the documents to be filed, fees and taxes to be paid and the statutory 
penalties for failure to comply in the states under consideration. 


New York Transfer Requirements. A card listing requirements to be observed 
in transferring various classes of stock in New York. 


Illinois Transfer Requirements. Contains a list of requirements to be observed 
in Illinois. 





Includes 


THE CORPORATION JOURNA 


The object of The Corporation Journal index is issued from time to time. The 
Corporation Journal is issued monthly 


except in July and August, and it is sent 


rrent happenings, recent court decisions, without e to those requesting that 
new laws, etc. Lengthy discussion is their names placed upon the mailing 
avoided, the purpose being to make the list. : : , 
publication a memorandum for the busy A substantial ring binder will be 


attorney upon which he may rely for 
accuracy and to which he may con- 
veniently refer. Cross references are 
made to preceding pages and a cumulative 






furnished upon receipt of $2.00 Copies 
of The Corporation Journal sent to users 
of this binder are punched for ready 
insertion. 
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What Will Congress Do? 


The third session of the Sixty-sixth Congress convenes 


December 6. 


Tax revision, restrictions on immigration, the budget system, 
reorganization of the various Government departments—all of 
these subjects loom high on the Congressional horizon. 


Although difficult to predict at this time what legislation will 
be enacted during the third session, it is certain that numerous 
bills designed to solve problems now vexing the public will be 
introduced. In addition, many measures introduced during the 


last session, and now in committee, will receive further consider- 
. ' 
ation. 


We are in a period when the “melting pot” will overflow, when 
new and untried theories will be subjected to scrutiny and dis- 
section. More than ever before must the corporation, the firm 
and the individual in business know what legislation is being 
proposed and what the effect of such proposed laws will be on 
business if enacted. 


Our Legislative Department keeps corporations and lawyers 
posted on Congressional action. It reports on pending legisla- 
tion; furnishes copies of bills and new laws. Service covering 
one or more subjects of interest may be obtained. 


Booklet J-103, outlining the facilities of this department, will be 
sent on request. 


The Corporation Trust Company 


Legislative Department 


Washington Correspondent 
37 Wall Street, Colorado Building 
New York Washington, D. C. 
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